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ABSTRACT 

t'he purpose of this paper is to estimate the effects 
of enforcement of Title VII to determine whether and to what extent 
it has helped to achieve the elimination of emplo'yoent 
discrimination. The* model developqd in this 'paper is considered to 
depart from those of previotfs Tdtle VII studies in two ways. First, * 
it incorporates the effects of the law's enforcemeat on nonrespondent 
covered firms in addition to the effects. on respondent firms Second, 
it analyzes separately the effects of enforcem,ent o.f the law's ^ 
employment and wage -provisions. Primary data sources ,are a maiched 
sample of covered firms, 1966-70, and the U.S. Censuses. Evidence is 
said -to suggest that, in the. aggrega-te, from* its inception through 
fiscal year 1970, enforcement of Title VII at best left the economic 
position of black males unchanged and at wbrst caused it to 
deteriorate. While enforcement of the employment provision increased 
relative employment in covered firms and relative employment ant^ 
wages in the economy^ enforcement of the wage provision had precisely 
the opposite .effects. The latter effects appear to have dominated the 
former, although the net negative impact is; in general, 
statistically insignificant. Two possible directions for enforcement 
given are: (1) concentrating limited resources on enforcement of the 
employment provision, and, (2) accompanying enforcement of the wage 
provision by stridt and extensive controls oji minority employment. 
(Author/AM) 
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' ABSTRACT 



During the 1960s, the ellmijiation of employment discrimination 
became a major social goal. Title VII of the Civil Rights Act of 1964 
was designed to Implement that goal. The purpose of this paper is to 
estimate the effects of enforcement of Title VII to determine whether 
and to what extent it has^ helped to achieve th^ social ^goal. 

vThe Aiodel developed in this paperr departs from those of previous - 
Titl^ Vll studies in two ways. First, it incorporates the effects of 
the law*s enforcement on nonrespondent covered f^irms In addition tcn^the 
effects on respondent firms. Second,, it analyzes separately the effects 
of *enf or cement of the' law's employment and wage provisions. , 

Empirical testing of the model focuses on the variations across • 
states i^ the relative employment of black males in covered firms and in 
the economy, and on the relative wages of nonwhite males in the economy. 

OLS and TSLS regression techniques are used to estimate the effects on 

\* 

these measures of ^overall enforcement and of enforcement of the employ- 
ment and wage provisions of the law. The incidence of enforcement is 
measured by the number of discrimination charges filed by minorities 
divided by the number of employees' in covered firms. Tlie primary data 
sources are a matched sample of covered firms, 1966-1970, and, the U.S. 
Censuses. ' * v 

The evidence suggests that in the aggtegate, from its inception 
through fiscal year 1970, enforcement of Title VII. at, best left the 
economic position of black males unchanged and at worst caused it to 
deteriorate. While enforcement of the 'employment provision increased 
relative employment, in covered firms and relative .employment and .wages in 
the economy, enforcement of the wage provision had precisely the opposite 
effects. The latter effects appear, to have dominated the former, although ' 
the net negative Impact is, in general, statistically insignificant. 



THE ECONOMICS OF ENFORCEMEJIT OF TITLE VII^OF^THE 
^ CIVIL >RldHTS ACT OF 1964 



Introdu ction 
7 — : 



During the 1960s,' the elimination o^f employment discrimination 
became^a majc^ social goal. Equal ^ployment Opportunity (EEO) laws 
were designed to accomplish this goal; the primary policy tool for 
carrying it out has been the enforcem^t^f these laws. Perhaps the most 
important among EEO laws, and ^talnly the one with the broadest coverage, , 

y / 

Is Title VII of the Civil Rights Act of 1964. Economists* have directed 

their efforts towards .examining the impact of th#se arid other laws ' ^ 

because (1) their actual effects may d,lffer from the Intended ones and 

(2) It Is Important in making policy decisions 'to estimate the magnitude , 

of the effects that actually occur. The purpose of this paper Is to 

estimate the actual effects of enforcement of Title VII to determine wfiether 

and to what extent It -has helped-tb achieve this 'social goal. 

Earlier studies of other EEO legislation Include analyses of the 

impact on the minority economic position of state fair-employment laws , 

and of federal contract compliance.. Using nationwide 'samples, it has 

» 

been found that the relative wages of norfwhite males Increased more' in 
sta^^l^^th fair-employment laws than in states withput them (Landes, 1968); 
aud thatyihe employment of black relative to white males increased more 
iii firms that held federal contracts^ than in firms that did not (Ashenfelter 
and Heckman, 1974). To 'date, there has been no comparable nationwide 
study of the impact of Title VII* 

Past studies o£ TitiS VII used limited samples. They examined the 

' 4 

effects of the law's enforcement on relative minority employment 
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patterns in firms- (Adams, 1973) or unions (Wolkinson, 1973) that had been 

# 

charged with discriminatdon ("respondent" firms or unions), or in. 

firms in a specific industry in a given geographical area that had 

been investigated by^ the Equal Employment Opportunity Commission (EEOC)"'' 

(Kidder, 1972). In general, these . studies indicated that the law had a 

small or negligible impact on relative minority employment. However, the 

researchers failed td^take into account the effect of enforcement on^the"\ 

employment practices of nonrespondent covered firms (thereby biasing 

their estiaiates) and did not consider separately the effects of the law's 

* 

various provisions. In this paper, the indirect or demonstration effects, 
of enforcement on respondents and nonrespondents are captured in a model 
that aggregates over bath types of firms by geographical area. The 
model specifies the demonstration effect as a function of the incidence 
of enforcement in an area: descriptively, an.lndicator of the law's 
relative presence, and technically, an approximation of the probability 

of apprehension for • violatiop of the law. In addition, in this paper the 

' ' I - 

effedts of enforcement' of the law's employment and wage pr^ovi^lons are 

analyzed separately; it la shown that they may have opposing affects on 
the relative economic position of minorities. 

The model is developed in section I. In sections II andX^II, it 
is used to test the impact of Title VII' s enforcement through fUscal 
year 1970 on the relative employment of black males in the covered sector 
(that is, covered by the law) and in the economy, and through fiscal year 
1969 on the relative wages of nonwhite males in the economy. The 
equations estimated are adapted from the Ashenfelter-Heckman and Landes 
studies. The result^ suggest tioat, on the average, during the early years 
the actual etfacts of the Title VII's ^forcep^ent differed froa the Intended 
ones. Moreover, they support the model' s predictions of opposing 
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effects of enforcement of the employment and wage provisions, A summary, 
conclusions, and some policy implications • of the study are presented 
in section IV • 
« 

I. Theoretical Analysis 

The theoretical framework for analyzing the effects of enforcement 
of Title VII on relative black employment and wages encompasses two questions 

. (1) How will the firm and industry respond to enforcement of Title VII, 
and What Implications does this behavior have for changes in relative black 
employment and wages in the covered sector and in the economy as a whole? 

(2) How do the enforcement activities of the EEOC affect ffoas' decisions 
on whether' and to what extent to comply with- the law? 

Answering the first question entails an analysis 'of the actual costs 
to the firm of various types of compliance. Answering the second requires 
a model in which firms estimate the expected costs of violation based 
upon their observations of EEOC enforcement activities in their area*^ 

A, Employment and Wage Effects of Enforcement of Title^ VII ^ 

The majority of complaints filed .under Title VII come under two 

provi^ionp: the employment provision, which covers hiring, fifing, discharge j 

and recall; and the wage provision, which covers compensation, promotion, 

5 

demotion, and seniority. The employment provision is designed to eliminate 
restrictions on the mobility of Alack workers into firms and occupations. 
The wage provision specifies that equally productive workers in a firm 
must receive the. same wage, regardless of race. The effects on the 
competitive firm and industry of compliance with each provision are 
discussed in turn. 
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1, Enforcement of the employment provision ^ Compliance with the 

employment* provision requires that a firm hire "qualified" blacks who 

se&k employment at all occupational levels. If blacks and whites 

supplied themselves at random 'to firms in a given area, then compliance 

with this provision i^uld occur when the black-to-white employment ratio 

in each occupation in a firm equaled the ratio of qualified blacks ta 

♦ 

qualified whites in the labor force of the area. In other words, 
compliance Implies a work rule that specifies a fixed proportion of black 

6,7 

workers to white workers, although that proportion may vary by occupation. 

Covered firms with initial black-to-white employment ratips below the 

fixed-proportion rule increase their demand for black workers relative 

to white workers. This may be shown simply in a model in which blacks aild 

whites are perfect substitutes in production and in which black and white 

g 

wages are girVen to the firm. It has been «hown that where blacks and 
whites are treated as perfect substitutes, discrimination results in 
segregated firms or^ segregated occupations within firms. In a given firm, 
occupations may be segregated black, segregated white,' or integrated. 
Strictly speaking, enforcement of the employment provi^n affects only 
the latter two. • ^ 

Assume that the firm has a producti6n function with two types of 

r 

labor, and L2*^ ' ' 

X - f(L*, L*) «P[g(4), h(L2)]v, ' ' (1-1^ 

The firm produces both types of labor services with black labor, B, and 
white labor, W, which are perfect substitutes. Hende, L^^ « B^^ + W^^ and 
L - B^ + In panels I and II of Figure 1, AB^ and are isoquants 

for the production of the two types of services respectively. For type Lj^ 
services, thp firm faces a net wage ratio equal to (w^^ + 
and for type l.^, iyi,^^ + ^2-^h2\i' "^^^ "^IB "^28 ^"^^ monetary 
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equivalents 'of the firm's tastes for 'discrimination against B^^ and B2 
respectively. CB^ and ^^2^^^^ panels I and II are the least-cost lines 
given by these n^t wage ratios. "''^ At the initial equilibrium, M, shown ^ 
in panel III, the firm hires B* in L^^, in and the net wage ratio 
for the production function is equal to (w^^^ + ^1B^^^2W' ^ 

s^lope of FG. 

Enforcement of the employment provision arffects the labor service- 
If the fixed-proportion work rule is given by the slope of the ray OH 

from the origin as in panel II, the equilibrium point shifts from a 

/ 

corner on the W2 axis to a point such as J on the ray OH. The; net wage 
of L2 labor becomes a weighted average of i:he net black wage and the white 



wag 



e In L^; the weights are the proportions of jobs held by blacks 



and by whites. The net wage ratio for the production function equals 

) 



(^B ^1B> 



t t 

B, W2 



2W 



It has been assumed that {^^^^ + d2g) > w^^* Hence, labor becomes 

relatively more costly; the slope of the^ least-cost line in panel III is 

reduced, and the firm substitutes L^^ for L2, as shown by the new equilibrium 

point N."***^ This substitution towards the segregated black occupation 

implies that the covered firm that chooses to comply with the law increases 
Ik 

its employment of blacks by even more than is required to attain the 
specified B/W ratio in the segregated white occupation. 

This analysis is easily extended to cover the case in which both 
occupations are segregated white. Where occupations are integrated, the 
firm will hire at least the specified ratio of black workers to white 
workers and no other changes will occur. 



The Implipation of this analysis is that a firm that chooses to 
comply with the employment provision increases its demand for black workers 
relative, to white workers. In order to determine whether black employment 
increases or decreases and what happens to white and total employment, . ^ 
ityis necessary to specify the firm^s underlying utility function. One 
^mmonly used specification makes utility 'a function of profits (tt) and 
^the number of blacks employed (B) : 

u = u (tt, B) with > 0 and < 0 (1.2) 

and TT - P f (B + W) - w„W - w3, (1.3) 

O W X3 

1, 

where P is the price of output and f is the production function with 

o ' ' 

V > ^ and f < 0. It is shown In Appendix A that a government-enforced 
employment ratio causes the firm to (1) increase, the number of blacks 
employed, (2^ decrease the number of whites employed, and (3) decrease 
the tot^l employment of the firm. 

AcpOrding to this. model, industry supply will decline and product 
price will rise. Unless the d^narid for the industry's output is perfectly 
inelastic, the scale of the industi^ is reduced. If many firms^iri the 
covered sector have similar utility flmc4^iojLS, an excess supply of 
white labor is created in that sector, which cannot be absorbed due to 
the scale reduction. Unemployed whites move into, the uncovered 
sector,- increasing the relative supply of whites and the black-to-white 
wage ratio in that sector. 

While iL is unclear what reduction in utility will cause a C Lrm to 
go out, of business, it is obvious thai it can regain a higher level oi 
utility by moving into an area where blacks are a smaller ' proportion of 
the labor force, assuming ^or the moment that moving is costleas. Should 
ehforcje'ment occur in such an area, the firm's utility will be redticed 
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by a smaller amount; the government-enforced proportion will be at a 
lower b/W ratio at the new location than it was at the initial 
location. The movement of_ firms into areas with lower black populations 

V 

reduces the covered-sector demand for blacks and for blacks relative to 

12 

whites, provided that blacks are relatively less mobile than, firms* 

If the increase in relative demand in firms that stay in business at 
the same location exceeds the reduction brought 'about by the relocation of 
firms, then enforcement of the "femplojyment provision will increase the 
relative employment and wages of blacks in the covered sector and in the . 

economy as a whole. Alternatively, if the reduction in relative demand 

* 13 
exceeds the increase, relative employment and wages will fall* 

In summary, enforcement of the employment provision of Title VII 
will hav% a positive ^effect upon relative black employment in covered 
firms that remain in business at the same location, and a positive or 
negative effect upon relative black employment and wages overall-' . - 

2. Enforcement of the wage provision . Compliance "with the wage 
provisioiKrequires the firm that hires both blacks and whites to pay 
them equal vages for the same work and give them equ^l opportunities fj2>r 
promotion to higher-paying jobs. If blacks are paid less than whites, 
then enforcement requires the firm to increase w^, which raises relative 
wages. ^ ' 

For the case in which blacks and whites *are treatretj as perfect 
Substitutes in production, it is only the integrated'f irm that is 
affected by enforcement of the- wage provision. An increase in w^/w^ 
causes such a firm to move to a corner on the W axis, as in the initial 
position shown in paipel II of Figure 1; ignoring hiring costs, the firm 
becomes segregated white. "The quantity of black workers relative to 



white workers demanded, is r^educed, and relative black employment falls 
(in this case to zero): 

The long-run s'upply price of the perfectly competitive industry 
must increase* and its output must be reduced when the price of a factor 
increases. The' reduction in industry output "may be accomplished by a 
reduction in the output of the individual firm or by the exit of firms 
fjom the industry. The re'duction in t;he size of the covered sector 
leads ^to a decrease in the demand for all factors of production and 
to excess supply in that^ector. As blacks and whites move into ^ 
the uncovered sector, their wages will fall absolutely, but the . 
relative wa^ge in that sector may rise or fall.'''^ ^ The effect of enforcement 
of the wage provision on. the average relative wage in the covered sector 
is also ambigQous. Firms can reKce~tlie costs of compliance^J^y. moving 



into areas in which there are fewer blacks in the labor, force, Tfie 
resulting reduction in the demand for blacks^elatiye to whites in the 



ired sector puts a downward pressure orf r.elative wages. On the other 
hand, relative wages are increased in those covered firms that' comply with 
the wage provision. - 

Some of the blacks who becpme un^ployed in the covered sector may 
search for the higher-wage jobs in that sector rather than accept 
employment in the Uncovered sector. In addition, if the expected wage 
(the actual i^age times the probability of having a job) in the covered 
sector is greater thaij the wage in the uncovered sector, blacks employed^ 
in the uncovered sector will move to the coyered sector to search for 
these j.obs.''''^ The incentive for blacks to increase the time spent in 
job search will reduce relative black employment in the economy as a 
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In sijpnary, enforcement of the wage provision will increase relative 
wages in th&^e covered firms that comply with the provision, while it 
may reduce oi^kncrease them in the covered sector as a whole and in the 
uncovered sector.f^ Therefore, the average wage effect for the entire 
economy may. be positive or negative.. The average employment effect of 
enfor,cement of the wage provision will tend to be negative. There are 
• two factors working in this direction — the reduction in relative employment 
in the covered sector and the tendency for blarcks to increase the time 
spent in Job search. 

Whether and in yhat way a firm chooses to comply with the law will 
depend on the firm* s perceptions of ttie relative probabilities of being 
apprehended far violating each provision. The formatioA of these 
perceptions and the mechanism by which they influence behavior will be 
^ discussed in the next section. 

B. The Direct and In direct Effects of Enforcement 
■• ■ "» *■ 

This analysis departs from previous studies .of Title .VII in its 

attempt to incorporate both the direct and the indirect or demonstration 

effects of enforcement of Title VII on firms in the covered sector. The J 

direct effects of the law are changes in the employment -^xsLcH^es of ^ 

firms that result from specif ic charges of discrimination. The demonstration 

effects are modifications ±n the eipp;i.oyineiit pradticias of covered firms 

including nonreapondents, which, aware of enforcemeiit activities, seek to 

18 

avoid being charged with discrimination. 

^All firms that engage in discriminatory employment practices face 
a set of costs, the expected costs of violation of Title V^I. These 
costs are a function of the actual costs of violating the law if the 
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firm is caught times the probability^^^l^ being caught. Th^ probability 
of apprehension, p, depends upon the level and type of violations in 
which fhe firm engages, and can be affected by changes^ in its employment 
•practices. Although these p's are unknown a priori, the individual firm 
can use information available to it to estimatrfe them. . 

It is assumed that the firm has knowledge of the incidence of proximate 

.'firms that are caught in the different violations, tjiat is^ firms against 

> 

20 

which enforcement takes place. Then, the firm's perceived probability 

of apprehension for each type of violation may be specified as a positive 

function of the incidence of proximate firms that are caught with^ similar 

violations^ Given the monetary value to tiie firm of dis<;^riminat ion, the 

.firm's risk preferences, the actual cost^ of compliance, and the actual 

costs associated with each level of violation,^ the higher the firm's 

perceived probability of apprehension, the higher the expected costs 

of violation, and the grej^tej; the likelihood that the firm will seek to 

21 

comply -^ith the provisions of the law. 

The aggregate behavioral response to enforcement depends upon three 
factors: (1) the expected cost functions of all firms, (2) the incidence 
of firms that are caught> and (3) the number of firms. aware of any given 
. enforcement activity. The perceived probability^ of apprehension, and 
therefore (1), was' specif ied as a positive function of (2) for each firm. " 
Further, (3) is postulated to be a positive function of (2), that is, the 
number of fimus aware of any given enforcement activity is postulated to . 
Increase with incx^ses in the incidence of enforcement. 

The total enforcement effect on relative employmeut or relative wages 

^ is the sum of the direct enforcement effects (the behavioral responses of 

. < J. 

firms that are caught), and the demonstration effects (the behavior-al 

' in' . . r 



ERIC .in 



responses of those firms that are aware of ehforcement activities). From 
the reasoning in the previous* sect:ion, the direct and demonstration ef^ects^ 
may be positive or 'negative. . 

The change in the t»otal enforcement' effect resulting from an 
increase in the incidence of .enforcement is eqixal to the average enforce- 
ment effect in respondent firms plus (the number of firms affected 
fndirectly t-Lmes the change the indirect enf9rcement effect due to ' 
an increase in the perceived probability c|p apprehension) plus '(the 
average indirect enforcement effect times ^lAe increase in the number of. 
firms affected indirectly due to the increase in 'enforcement) . (It ^ 

should be noted tihat the average dir^ect enforcement effect i^^unobsrfv- 

22 ' 

able because re&pondent fijms may also^he affected indirectly.) 

An implication of this analysis is that if the direct and demonstra- 
tion effects of enforcement havd the same sign> the total enforcement 
effect on relative employment or wages will increase (or decrease) with' ^ . 
Increases in the incidence of einforcement . This hj^othesis will be" 

* 

tested in a cross-sectional analysis in which proximity is defined 

23 ' . 

geographically by state. ' / 

• ' r « 

i * ' 

f ' ' .. % ' • 

Empirical Analysis; Relative Employment 

^ The effect of enforcement of Title VII on the employment of black 
relative to white males may be estimated for covered firms and. for the 
economy as a whole. .Matclied 1966 and 1970 employment records of 9 
sample of covered firms that were in business at the same location in. 
both years, aggregated b^ state, are used to estimate the enforcement 
effects on cbvered firms. The matched sample ds well suited for this 
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purpose because it allows a test of one of the two unambiguous predictions 
of the theoretical model: the positive effect of enforcement of the 

A 

employment provision 'on relative employment in firms, that did not mfeve. 
(The unavailability of data precludes estimation of the other unambiguous 

prediction of ttje model;, the positive effect of enfort^ement of the wage 

^ 24 

provision on relative wages in these firms.) The effects on relative 

employment in each of the nine broid census occupational categories and 

' 25 • 

on total relative ^employment axe estimated. Census data for 1950, 

1960, and 1970 are used to estimate enforcement effects on total relative 

employment in the economy as a whole. The mobility effects of enforce- 

ment on covered firms are captured in this phase of the empirical analysis. 

* • ^ 

The estimating equation is formulated to incorporate the idea that 

the attempt to bring t)ie actual level of relative black employment to 

26 

its^desired level is only partially successful in any one period. ^^The 

» 

adjustment process may tfe written as , - 

RBE^\ = Y " (2.1) 

where RBE is the level of relative black employment, by occupation and* * 
total, in time periods t and t-1, RBE is the long- run level of RBE, knd 



r 



A is the adjustment coefficient. This process may be rewritten as 

InRBE^ - InRBE^^^ = XlnRBE^.^ ^ XlnRBE^^^. (2.2) 

The natural •logarithm of fetie long-run target level may be expressed as 

* 2 
InRBE. = a + glnX + ylnCHG + 6(lnCHG) (2.3) 

where X is a common set of variables assumed to dertermlne all employment * 

ratios and CHG is a measure of the incidence of enforcement. In 

determining their target employment ratios, firms are assumed to take the 



costs of violation of Title VII into consideration. The quadratic 

formulation Implies that the el?t^icftjr of RBE with respect to CHG 

depends on the level of CHG. Using (2". 3^), (2.2) may be .rewritten as 

2 

InRBE^ - InRBE^^^ = Aa + xpinX + XylnCHG + X6(lnCHG) - XlnRBE^^^^ + u^ (2.4^ 



where u is a disturbance term with the classical properties. 



The 



_ 2 

* coefficients of InCHG aftfiUlnCfIG) provide an estimate of the short-run 




adjustment elasticig^^H||^ative employment with respect to enforcement < 
Tin&lly, the equations' are estimated using the following equivalent 
formulation: 

ylnRBE,* =^ Aa + ABlnX + AylnCHG + A6(lnCHG)^ + (l-A)lnRBE + u^. . (2.5) 
t , t-1 ^ 

The X vector includes such economic and demographic factcfrs as the 
level af and qhange in the relative supply of blacks, tfte level of and 
change- in total employment in each state, the relative educational level 
of black males, labor market variables, and' location in an SMSA or in 
the ^uth. "^t also includes variables representing other equal em- 
ployment opportunity l^ws in effect during the period: federal contract 
compliance and state fair-emplojrment ^aws. Executive Order 11246 
prohil?its' 4iscrljnination in employment by federal contractors; state 
f air-ejnployment laws make employment discrimination illegal in some 
states. These laws are expected to increase the demand for black relative 
to white males and therefore to **have a positive effect on relative 
blaclc employment. 

In the theoretical anklysis of the previous section, the effect of 

i 

enforcement v^s hypothesized to be a function of the incidence of en- 
for cement. The empirical counterpart used in this pap«a;^s the number 
of discrljoaination charges (C) filed with and accepted as under tjieir 
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jurisdiction by the EEOC ' divided by the number of employees in 

« 

29 30 • * 

coyered firms (N) . * The mean and standard deviation of C are 454*4 

( * * 

and 5*96.9; those of C/N are-. 00064 and .00080. The measure C/N is 

equal to the actual probalfcility of apprehension times the incidence of 

discrimination: C/N - C/D X D/N, where D is a measure of the nOmber of 

violators of the law. Since there exists no independent measure of D, 

C/N is used as an estimate of the incidence of enforcement; the relative 

variation in C/N will approxiinate the relative variation in C/D to ^ 

the extent that systematic variations across states in the IncJ^^d^ce of 

discrimination are controlled for. Part of the variation across states 

in the -incidence is reflected in the traditional tiemogtaphic factors 

included in the X vector of equation (2.5). In addition, the initial level 

of relative black employment (RBE^^j^) reflects cumulative market 

phenomena including discrimination; it is assum^ tlfat the variation 

across states. in the incidence' of discriminatio^ is approximated by the 

variation in 'RBE^^j^. . . ' ' 

A value for^each of the variables is^ assigned to each state. The 

3Z 

variables are. defined and their sources stated in Table 1. 
A* The Effect of Enforcement on Covered Employment r 

A* 

Tables 2 and 3 present ordinary least squares (OLS) estimates 
of the coefficients on enforcement variables from log-linear weighted 

-regression equations^-^ on the change In relative black male employment 
in covered firnfe between ^66 and 1970, total and by occupation. 
(Because of the possibility l^^imultaniety between the dependent 
variable, the change in the economl/ position of black males, and 
the 'enforcement variables, a simultaneous equations rr.odel, in which 

• enforcement Is tbcated as endogenous, was also estimated. ^ The 

J9 ■ . . 
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two-stage least squares (TSLS) estimates, which do not differ signifi- 
cantly from the OLS estimates presented below, can be found In 

34 

Beller, 1974, appendix B. ) Table 2 contains coef f icients-on the 
overall incidence of enforcement of Title VII; Table 3, on the incidence 
of enforcement 6f the employment .and wage pi^ovisions. These coeffi- 
cients are estimates of the short-run adjustment elasticities of 
relative employment wit^i respect to the incidence of enforcement* (The 
complete equation for total relative Qpiployment is presented awdth dis- 
cussion in Appendix B. Space limitations preclude presentation of the' 
equations for each occupation; the interested reader is referred to 
Beller, 1974,' pp. 91-^95 and 123-137. X * ^ 

The incidence of enforcement is specified in linear apd quadratic 
forms; the appropriate *form is not made explicit by the theoretical 
aitalysis. Lines 1 and 2 of Table 2 contain the coefficients and 
t-statistics^orT the overall incidence of enforcement with both a lin^r 

and a quadratic term entered in each occupational equeition. Lines 3 

i >35 

and 4 present the number ^f ^degrees of freedom for these equations 
and the F-test for joint significance. -Lines 5 and 6 contain the co- 
efficients and t-statistics on a linear or a iqua^ratic term entered 
alone; the coefficient is presented only if it is as significant as or 
more significant than the comparable coefficient from the joint 
Specification. -'^n Table 3, lines 1 and 2 contaii linear and/or quadratic 
terras on the incidence of enforcement of ithe employment provision, and 

r 

lines 3 and 4 contain linear and/or quadratic terms on the incidence of 
enforcement of the wage provision. The specification presented for each 
occupation — including at least one employment provision variable and 
one wage provision variable — is thav for which the joint significance 
level, indicated by the F-statistic (lines 5 and 6), is highest. 

2u ' • ^' 
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TABLE 1 



List of Variables Used in Employment Analysis 



' Variable 


Definition 




Name 


> <^ 





K&ho, RBE66 
& RBETL 



EMPL. 



CEMPL 



PPB 



The ratio of blaak io white male employment in each occupa- 
tion in 1970 ancf. I9p6 in the covered sector and the ratio 
of black to white male totafl employment in 1970 and 1960 in 
the entire state. The occupations are officials and mana~ 
gers, professionals, technical*, sales, office and clerical, 
craftsmen, operatives, laborers, service workers, and total. 

Total employment in 1970 in (1)' the covered sector or (2) 
the entire state, * 

Change in EMPL in (1) the covered sector between 1966 and 
1970 or (2) the entire state between 1960 and 1970. 



Proportion of • the population that is black in 1970. 
are from the 1970 Census. 



Data 



CPPB 



Change in PPB between 1960 *and 1970. ^p^ta are from the 
I960, and 1970 Censuses. . . 



GMR 



RED 



UNEMPL 



CUNEMPL 



Gross migration rate of blacks between 1965 and 1970. Data 
are from the 1970 Census. 

The ratio of the mean years of schi)ol completed of black to 
white males, 25 and*over, Un 1970. ^Included in the equations 
for the whtte-collar occupations only. Data are from the 1970 
Census a 

Unemployment rate of all males, 16 and over, in 1970. Data 
are from the 1970 Census. * . 



L Change in the annual average unemployment rate^ between (1) 

, . X^965 and 1969 or (2) 1960 and 1969. Data are from the Man- 

' * power Report of the President 1973 . 

PFC Proportion of employment in the matched sample in firms 

with federal contract^. 

The total number of charges of discrimination ^ed by 
minority males atid females during fiscal year^ 1968-1970 
divided by the number of employees ixi firms witlh 20 or more 
employees in 1969. The prefix EM is used to represent 
charges vhich include vidlation of the etpploymerit provision 
as an issue and WA, violation of the wage provision. The 
total ^\jmber of issues is greater than the total number, of 
charges because a charge is often filed for' more than one* 



CHGl, EMCKCl, 
and WACHGl 



2i 
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TABLE l~Contin.ued ^ 




VEriEDXc 

* Nasfe 


• ( 

Definition 




CHGl (continued) 


issue* Charges data are £rom the Division of Systems and 
Control of the EEOC and data on the number of employees are 
ffbm County Business Patterns 1969, part; I, 






Dummy variable assigned a value of one for states with Fair 
Employment Practices commissions established prior to 1964 
and zerd elsewhere. ^ 






Union membership as a proportion of total employment in 
nonagricultural establishments in 1970. 'Data are from the 
DirectQry of National Unions and Employee Associations 


• 




1971. * 




SMSA 


Proportion of employment in an SMSA in (1) the coverfed 
sector or (2) the entire state. 






uummy varxaoxe assignee a vaxue ,ox one tor axx souunern 
states and zero for nonsoutherti states. 




MFG 


Proportion of employment in manufacturing firms in (1) the 
covered sector or (2) the entire state. 




PEMCOV 


The number of employees^ in Social Secutity reporting unitd 


♦ 



employees in all reporting units. Thia variable is in- 
cluded in the regressions for the entire economy only and 
is used as a proxy for the proportion o£ employment, in the 
covered sectpr. Data are from County Business. . Patterns > 
1969, part 1. ^ ^ - 



; Na£e: Unless otherwise stat^fed^, data tor^%he^cS^^ regressions' 
aife taken from the matched sample tapes and data for the entire economy 
regreeslons are- taken from the 1960 and 1970 Censuses. , 
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TABLE 2 



Coefficients and Significance of Incidence of Enforcement Variables 

from Log-Linear Regression Equations on the Change in Relative 
* Black Employment from 1966-1970 by Occupation and Total 
for Covered Firms in the United States 



Occupation 



Officials 
^ and 

FCanagers 



Professional 



1... 
2... 

3 •\» « 



6., 



mCHGl 
InCHGl^ 

Degrees of 
freedom 

F-test 

InCttGl 

or 2 
InCHGl 



.3694 
(1.18) 

.0196 
(X.04) 

22 

F(2,22)«1.38 

.0470 
(1.34) 



.0028 
(0.01) 

.0088 
(0.41) 

26 

F(2,26)-«5.09** 

-.1442 
(3.27)*** 



1... InCHGl 



2... InC^Ol 



'3... Degrec'fe of 
• ' freedom 

4. . . F-tc8t 

5... InCHGl 

or 2 
6... InCHGl 



.5070 
(1.41) 

♦ 0299 
(1.37) 

27 



.3528 
(1.39) . 

.0213 
(1.41) 

29 



Technical 



Sales 



Office 
and 

Clerical 



.0250 
(O.09) 

.0038 
(0.23) 

25 



' -.0563 
(0.10) 

-.0122 
(0.38) 

23 



.2804 
(0.91) 

.0210 
(1.15) 

26 



F(2,25)«0.54 F(2,25)«2.95* F(2,26)-2.29 



-.0377 
(1.13) 



.1446 
(2.47)**^ 



-.0701 
(1.78)* 



Craftsmen*^ Operatives Laborers 

• 4> 2 „ 



Service 
Workers 



Total 



.1410 
(0.65) 

.0081 
(0.63) 



29 



-.0803 
(0.29) 

-.0058 
(0.35) 

28 



.3274 
(2.05)** 

.0205 
(2.16)** 

29 



FC2,27)«0.96 F(2,29)-1.01 F(2,29)-0.24 F(2,28)-0.16 F(2,29)-«2.32 



-.0010 
(0.A9) 



Source : See Table 1 and Beller (1974 , appendix A) . ' 

Kote- All relative ^ployment regressions include the District of Columbia and e^^^clude 
5Sia, iyaii! North SakJ^a. and Montana. Some other states are excluded from equations 
in wSch the enforcement measure equaled zero, since the variables are In logs. 
t-fltatistic8 are in parentheses. 

S**,***Significant at the 10 percent, 5 percent, and 1 percent levels, respectively. 
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TABLE 3 ' 

.^Coefficients and Sigrtl£icance of Incidence of Enforcement Variables 
-bjr Issue from Log-Linear Regression Equations on the Change in 
Relative Black Employment f rom JL966-1970 by Occupation and 
Total for Covered Firms in the United States 







Officials 

and 
Managers 


" ■ If ■ 

Professionals Technical 


Sales 


Office 
and 
Clerical 


■t 

1* • • 
2... 


InEMCHGl 
InEMCHGl^ 


.1366 
(2.20)** 


• • • 

.0011 
(0.23) 


-.0366 
(0.49) 


,-.0052 
(0.04) 

t . . 


.1565 
(2:81)*** 


3... 


InWACHGl 




. . « 


.1570 
(0.51) 


(1.14) 


(3.M)*** 


4... 


InWACHGl^ 


.0046 
(1.52) 


.0054 
(1.27) 


.0076 
' (0.53) 


... 


... 


5... 


Degrees of 
freedom 


22 


24 ' 


22 


23 


25 


6* • • 


F-test 


F(2,22)-2.50* 


F(2,24)-4.75*** ?(3»22)-0.33 




F(2,25)"8.89' 






Craftsmen 


Operatives 


Laborers 


Service 
Workers 


Toral' 


1... 


InEMCHGl 


1.273 
(2.43)** 


.0516 
(0.90) 


-.4711 
- (1.A3) 


-.2334 
(0.73) 


.0049 

(0.13) 

✓ 


2.-. 


InEMCHGl^ 


.0728 
(2,48)** 




-.0259 V/^ 


-.0142 
(0.77) 


... 


3... 


InWACHGl 


-.6881 
(1.58) 




.mi 

(2.46)** 


-.0073 / 
{0.11) 


.1891 ' 
(1.22) 


4... 


InWACHGl^ 


-.0375 
(1.73)* 


.0018 
(0.63) 


.0342 
(2.46)** 




.0101 
(1.35) 


5... 


Degrees of 
freedom 


^ 24 


26 


, - 24 


25 ' 


25 


6.., 


F-teat 


F(4,24)-1.70 


' F(2,26^)-0.31 


F(4,24)-1.77 


F(3,25)-0.24 


f(3,25)-6.83 



»**»***Signif leant At the 10 percent, 5 percent , and ,1 percent levels, respectively. 
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Perhaps the first question that should be answered is whether 
enforcement of Title VII had any effect on relative black employment in 
the covered sector during its initial period of enforcement, 1966-1970. 
The last column in the lower panel of Table 2 shows the estimated co-r 
efficients of enfprcement on the change in total relative >lack employment* 
The qiiBstion is answered in the affirmative; the estimated coefficients 
are individually significant at the 5 percent level and approach joint 
significance at the 10 percent level. What is perhaps unexpected is 
that the curve showing the adjustment of relative employment as a function 

U-shaped. An increase in enforcement 
levels of enforcement and increases 
curs at 0.14 standard deviations from 
within the range of observable data. 



of the incidence of en^rcement is 



reduces relative employment .at^ low 
it at higher levels. The change oc 
the unweighted mean of InCHGl, well 



The estimated relationship suggests that, ceteris paribus, states 
with a high incidence of enforcement have -smaller changes in relative 
employment than states with the loJest incidence of enforcement. However, 
a 95 percent confidence belt around; the estimated relationship includes 

values that imply slightly larger relative employment changes in high- 

38 ^ *^ 

enforcement states* In, order to determine the magnitude of the 

enforcement effect, the difference between the level of relative employ- 
ment in 1970 at the lowest observed point and that at the mean incidence 
of enforcement w^s calculated. Increasing enf orcement'to the mean reduces 
relative employment by 25 pe^ent. ^ j 

The curves showing the adjustment of relative black employment in the 
blue-collar occupations (except service workers) as a function of the 
incidence of enforcement are also U-shaped, but the estimated coefficients 
are insignificant , The adjustment elasticities are negative for the^ 

21] ' . 



4>rofessional and office and clerical occupations and ppsitive for the 

sales occupation. According to the estimates, doubling the incidence 

of enforcement reduces relative emplojnnent in the professional 

occupation by 14 percent and in the office and. clerical occupation by 

7 percent, while, it causes an* increase of 14 percent in the sales occupation. 

Enforcement of the employment provision and enforcement of the wage 
provision of Title VII are generally 'seien to Have o^|^3,j^ effect^ on 
relative black emplojnnent (see Table 3), effects that underlie the * . 

overall enforcement effect shown in Table 2. It was hypothesized that 
enforcement of the employment provision would have a .positive effect 
and enforcement erf the wage position a'negative effecrt on relative 
employment in covered firms. For those occupations in which the separate 
effects are .significant, they are* in the" hypothesized direction." For 
example, the significant positive effect of the employment provision 

and the insignificant negative effect of fhe= wage .provision underlie 

^ 1 ' 

'the overall insignificant pbsitive^^lationship between incidence of 
enforcement ^and relative employment of officials and managers. The 
wage provi^sion has a strong negative effect on relative black employment ^ 

, in the office and -clerical occupation, which dominates the weaker . 

'^1 39 

positive effect of the employment .provision. 

B. The Effect of Enforcement on Employment In the Economy * 

. The theoretical analysis resulted in ambiguous predictions about 
the ^diprection of the enforcement effects on relative blac}^ employment in 
t^he"^ economy as a whole. These effects are estljnated using the equation 
previously . described with the variables defined as in Table !• 
Changes in £otal ^relative black emt)loyinent from 1960-1970 and 1950-1960 * ' 
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and the ratio of th6 1960-1970 to the 1950-1960 change are estimated. 

The 1950 data aire- 'f rom tlae U.S. Census. (The independetit ^Variables in 

the latter equation are specified in ratio form e^ccept for the dummy 

and enforcetoerit variables and except for the propo#jfe4o" <>^ employment in 

firms with federal contracts ,^ PFC, which- enter as in the 1960-1970 
X 

equation.) One additioj[iaI variable, PEMCpV, a proxy for the proportion 

of employment in firms CQvered by Title VII, has been added to these 

regressions. Its coefficient may be interpreted as the partial effect 

of the degree of coverage of the law holding constant the incidence df 

enforcement. Table 4 presents OLS estimates of the coefficients on 

40 

PEMCOV and on the enforcement variables from these equations. (The ' 



complete equations with the enforcement variable defined differently may 
be found in Beller, 1974, appendix B. -The coef f icie^s on the independent 
variables in the 1960-1970 equation do not differ significantly from 
thpse in the 1966-1970 equation foi: total covered employment,, which are 
presented in Appendix B.) , ' 

According to the estimates in the first column of Table 4,, the 
short-run adjustment elasticity of relative black employment in the ^ 
economy with respect to the overall incidence of enf orcemeAt^^ negative 
but is not significantly different from zero. On the otheir hand,' . 
enforcement of the employihent and wage provisions has significant effects 
on relative employment; the adjustment elasticity has an inverted U-shape 
with irespect to. the employment provision and a U-shape with respect ta the 
wage provision^ All of the coefficients are -individually and jointly ^ 
significant at the 5 percent level. A significant posit^ive elasticity of 
relative employment With respect to the size of the covered sector 
(PEMCOV) is observed. 
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TABLE A 

Coefficients and Significance of Incidence of Enforcement Variables 
from Log*-Linear Regression Equations on the Change in Total , 
Relative Black Employment from 1960-1970 and 1950-1960, and 
on the Ratio of These Changes, for the United States 



^ Estimated Coefficients a^d t-statistics 






1960-1970 


1959-1960 


Ratio of 


Changes 








(2) / 


(3) 


(4) 


(5) 


(fi) 


• 


V 

PEMCOV 


1.108 
(1.81)* 


1.253 
(2.87)*** 


1.144 
(2.37)** 


1.116 
(2.40)** 


.052 
(0.14) 


.321 
(1.15) 




InCHGl 




• • • 


... 




-.028 
(1.67) 






ItJCHGl^ 


.0013^ 
(0.93)/ 




-.0002 
'(0.22)' 










113EMCHG1 


• • . 


-•446 
(2.39)** 




-.035 
(1.13) 


... 






InEMCHGl^ ' 




-.026 
(2.45)** 


... 




... 


-.002 
(1.14) 




ll^ACHGl . 


... 


.352 
(2.38)** 


... 


.044 
(1.31) 


... 


... 




■ InWACHGl^ 




.020 
(2.69)** 


... 




... 


. .003 
(2.16)** 




Degrees of 

j^reedom 


28 


22 


30 


^ 26 


29 


25 




F-test for 
charges 




F(4,22)- 
3.45** 




F(2,30)- 
0.93 




F(2.25)« 
3.20* 





Source: See Table 1 and Beller (1974, appendix A). The data for the 1950- 
1960 equations arc taken from the 1950 and i960 Censusea. 

Note : Since the incidence of enforcement is alwaya a f racoon, the entire ' 
relationship fa^-ls in a negative quadrant. ^ ^\ 

*^**^***Signif leant at the 10 percent, 5 percent, aiui 1 percent levels, respectively. 

^The square of the logarithm of the Incidence of enforcement is inversely - 
related to the logarithm; hence, this coefficient implies a negative effect of 
enforcement on the dependent variable. ^ 
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Moreover, the enforcement variables are unrelated to the change 
in relative employment during the pre-enforcement decade, 1950-1960^ 
(columns 3 and 4). These results are^taken as evidence that there - 
were no systematic' differences among the states in the dependent variable 
correlated with subsequent variations in enforcement activities. This* 
evidence lends -support to the interpretation of the coefficients on 
•the enforcement variables from tfie 196O-1970 cross-section equations. 
On the other hand, the estimated coefficients on the coverage variable 
are positive and significant in both cross-sections and do not differ 
signif icaritly between them. Thus, the effect of PEMCOV on relative 
employment appears to be independent of its status as a proxy for the 
degree of coverage of Title VII; .it is, by definition, an estimate of 

0 

the proportion of employment in middle- and large-sized firms. 

Direct estimates of the defects of enforcement are d.erived from 
equations on the ratio of the 1960-1970 change in relative black employ- 
ment to the 1950-1960 change (columris 5 and 6) . The estimates suggest ^ 
that a portion of the differential change dn relative employment between 
the two decades is explained by enforcement. Overall, enforcement reduced 
the "1960-1970 change relative to the 1950^J.960 change; the estimated 
coefficient approaches significance at ^e 10 percent level (column 5) . 
Enforcement ot the employment provision had .'an insignificant positive 
effect and enforcement of the wage provision a^ signifjLcant negative eff.ect 
on the differential change between the decades. These variables are 
jointly significant at the 10 percent level (column/6). 

Itv summary, it has been found that enforcement of Title VII had. 
effects on tatal relative black employment in. the economy (Table 4) 
, that are similar to those found on relative employment in the covered 



26 



sectoi: (Tables 2 and 3). The adjustment elasticity of relative 
employmeift with respect to enforcement is negative overall. The 
elasticity is positive with respect to the employment provision anS nega- 
tive with respect to the wage provision; the estimated .elasticities are 
jointly significant for total employment in the economy and for some 
occupations in the covered sectbr. -Within the context of the theoretical 
framework, these results imply that (1) enforcement of, the employment 
provision reduces relative black emplayment in firms ^|hat relocate by a ^ 
smaller amount than it increases relative black employment in firms 
that comply, and (2) enforcement of the wage provision reduce^ relative - 
black employment in the covered sector by a* larger amount than is 
absorbed in the uncovered sector, ' * 

III. ^ Empirical Analysis; Relative Wages 



In this section, the effects of enforpement of Title VII on. the 

/ S 
relative wages of nonwhite males in the /economy are estioaated u$ine 

41 y / 

data from the U.S. Census. In th^-^theoretical analysis, the direction 

♦ y • ^. 

• , ^' 

of the effects is arffciguous. It^ls found that enforc6flient of the employ-, 
ment provision increased the .{Percentage change in relative wages between 
1959 and 1969 and that enforcement of the wage provision decreased the chang 
Overall, enforcement had a negative but insignificant effect on the percent^ 
age change in relative wages during this period. The interpretation of 
these results is 3upported by'estlmates made for the previous decade, 
1949-1959- ■ . ^ ' - 

^ ,The model of relative wagea used here, with minor differences, has 



appeared previously i-n the empirical literature on discrimination; The* 
specification was originally, made by Landes (1968) in his study of the*.' 
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effect of state fair-employment laws on the' relative wages of nonwhite 

workers, and was modified by Ashenfelter (1972) in his" study of 

\ 42 
■the effect of unionisyi on illative wages. ^ The model was originally . 

estlijated using 1959 cross-sectional data; a variable representing 

fair-employment laws passed during the sixties is ^now added to fhe 

model. Each of the Vriables is measured in terms 6f its percentage 

change from 1959 to 1969, or from 1949 to 1959, except for the dummy. 

^nd enforcement variables. The latter are as 'previously defined .-l^'- 

except that they are in linear rather than logarithmic form and exclude 

. ' 43 . ■ 

enforcement data for f i-scal year 1970. ' ^ 

The regression model is linear and takes the following form: 

?ARHAGE a + B'j^J^ARNUM + B2%ARED + B2'%ARURBAN + B^%AURBAN + B^SOUTH 

■■■ ^ i _ . 

+ B^FEPC58 + B^F.EPCA58 + Bg^AUNION + BgCHG2 + B^qCHG22 -i- u. 

" . ' " . • '.' ' • • 44 

The variables are defined and their souirces stated in Table 5, A value 

for each 'of the variables is assigned to each state, 

.A. The Effect of Enforcement on Relative Wages In the Economy 

, liable 6 presents OLS estimates of regression equations oh the 

■ percentage change in the ratio of nonwhite to whitg^ale^ wages in the . 
U.-S. The sej equations wetfe.also estimated by TSLS with enforcement 

■'•treated as endogenous; the reason has been discussed previously (see 
page 15 and note 34). There are no "significant differences from 

■ the OLS estimates/^ The equation In. column I'is estimated without 
a variable measuring the enforcement of Title VII4 that in column 2, 
with a variable measuring .the- overall -incidence of enforcement; and 
that in column's, with variables measuring separately the incidence of 
enforcemeht of the- employment and wage provisions. . ^ 

'> ■ 3i. 



(3.1)- 
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Variable^ 



RING 

RNUM 
RED 

KURBAK 

URBAN 

SOUTH , 
FEPC58 

FEPCAStf 

UNIOH 



TABLE 5 

List of Variables U^ed in Wage Analysis 
De finition 

The ratio of nonwhite to white male average wages. The 
av,erage wage of rion^hite (white) males in each state is 
estimated by average annual earnings of nonwhite (white) 
males divided by average weeks worked of nonwhite (white) 
males. As Landes (1966.) i5ointed out, the ratio of these 
measures is more correctly ah festlmate of relative weekly 
earnings. Data are from the I960 and 1970 Censuses. 

The ratio of nonwhite to white male average annual income^ 
K Data not available from the censuses are from Lande* 
(1966, appendix A). 

The ratio of nonwhite to white males in the civiliau labor 
force. 

The ratio of mean y^rs of school completed of nonwhite to white 
males over 15 years of age and not enrolled in school, a proxy ~ 
foi: the ratio of matginal products. f 

The proportion of nc^nwhite males in urban areas divided by 
the proportion of white males in urban areas. Males dbt. 
in the civilian labor force are excluded. 



Proportion of all males in urbap areas, 
civilian labor force are excluded. 

Same as in Table 1. 



Males not in the 



Dummy variable assigned a value of one for states with Fair 
Emiftoyment Practices commJ.ssions established prior to 1959 ^ 
and zero elsewhere. 
* 

Dummy variable assigned a value of one for states with Fair 
Employment Practices commissions established in 1959 or 
later and zero elsewhere. * 

S.ame as in Table 1 for 1970. The figure for 1960 vap * 
approximated by a simple average of figures for 1953 and 
1964. Data for 1953 are from Troy (1957) and for 1964 ' 
from the Uirectory^of National and International Labor 
Unions in the U.S> 1969 > 

CUG2, EMCUG2, 

and MACH62 Same as in Table 1 excluding data for fiscal year 1970. ' 
. ' 
*:g2tfi: Data are fpom the ^1950, 1960, and 1970 Censuses unless otherwise noted. 
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An increase in the overall incidence of enforcement caused a more 
than proportionate reduction in the percentage change in relative wages 

between 1959 and 1969 (coltimn 2), This, effect is, however, insignificant, 

' 2 

Evaluated at the mean value of CUG , and assuming that the estimated 

r^ationship is the true relationship, the effect of ^jgif or cement accounts . 

for a 9J5 percent reduction in the percentage change in relative wages 

•between 1959 and 1969 in the U,S^ Enforcement of the employment j 

provision had a more than proportionate positive effect and enforcement 

of the wage provision had a linear negative effect on'^he percentage 

change in relative wages (column 3); the estimated coefficients are 

significant at t)ie 10 percent and 1 percent levels, respectively^ 

* • * * 

« 

According to the F-statistic, they are jointly significant at the 
5 percent level. The strength^of the negative effect of the wage 
provision relative to the positive effect of the employment provision 
accounts for the estimated insignificant negative overall effect of 
enforcement • " . * 

As noted previously, differences observed in a single cross-section 
may have existed prior to enforcement. Hence, it would be desirable to 
est j.mate the percentage change in relative wages between 1949 and 1959 
and the ratio of the 1959-1969 change to the 1949-1959 change using the 
enforcement variables from the original ctoss-section. However, the 
data used to estimate wages are not available for 1949. Therefore^, income 
must be used as a proxy for /wages. 

First, the estimated effect of enforcement on income and wages will 

be compared for the period 1959-1969, when data on both are available. 

Results of regression equations on the percentage change in the ratio of ( 

nonwhite to white male annual income from 1959 to -1969 for the U,S. are 

« 

presented in the first three columns* o£^Table 7. (The equations are the 



t 
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same as those on relative wages in Tabl^L^.) The regressions with the 

enforcement variables were estimated by TSLS; the coefficients differed 

significantly in k positive direction from coefficients estimated by 

OLS (see page 27 and note 45). Income appears to be a relatively good 

proxy for wages for use in the subsec^ent analysis: The estimated 

enforcement effects are in the same direction and have the same form as ^ 

those on relative wages. The only difference is that they are less ^ 
49 * 

significant. 

B. Comparison of Intercensal Changes in Relative Income "^ 

In this section, income data ^ill be used to determine whether, prior 
to enforcement, there were systematic differences among the states that 
were correlated with the variation in enforcement activities dating 
the 1959-1969 census decade. Table 7 j>resents regression equations for 
the U.S. on the percentage change injrelatl.ve income from 1949 .to 1959 
(columns 4 through 6) anc^on^he ratio of the percentage change between 
1959 and 1962^ tx5 that between 1949 and 1959 (columns 7 through 9). The 
equations, of columns 4 through 7 were estimated with the OLS technique 
and the others with the TSLS technique. The independent variables in 
the ratJ.o equations are expressed as the, ratio of percentage changes 
except f6r the South and fair-employment dummies and for the enforcem^ent 
variables, which enter as in all previous equations. - \ 

According to the estimates in columns 5 and 6, the overall incidence;^ 
of enforceSi;aitt-4nd enforcement of the employment and wage provisions are 
unrelated to the percentage change in relative Income in the pre-enf orcejpeht 
decade, 1949-1959. Therefore, it may be concluded that no systematic, 
differences existed during* this period that were correlated with subsequent 
complaint patterns. This evidence lends support to the interpreta.tion 
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of the coefficients on the enforcement variables from the 1959-1969 
relative income -percentage change equations. Moreover, since it has 
been established that relative income is a good proxy for refative wages, 
the evidence supports the interpretation of the relative wage estimates 
as well. 

Finally, estimates of the effects of enforcement from equations on 
the ratio of ^ the 1959-1969 to. the 1949-1959 percentage change in relative 
income are shown in columns 8 and 9. The overall incidence of enforcement 
has an insignificant effect uu the differential change in relative <r^ - 
income between the decades. The effect of .enforcement of the employment. 

provision is positive and more than proportionate, and the effect of 

it 

enforcement of the wage provision is negative and linear; these results 
show the same direction and form as those estimated using the 1959-1969 
percentage change equ&tion^. Moreover, although insignificant at 
conventional test levels, the magnitudes of the coefficients on the 
employment and wage provision variables from this formulation are 
quite close to those from the 1959-1969 percentage change equation. 
Despite theii telative iutsignif icance, the similarity of the estimates 
between the two forms suggests that the effect of Enforcement has been 
correctly estimated. Moreover, in the previous section it was shown that 
enforcements had a weaker effecl on income than on wage§. Hence, it is 
not unlikely that the estimated coefficients would have been significant 
had data on relative wages been available for the. analysis. 

In this section, the effects of the enforcement of Title VII on 
the percentage change in relative wages t^etween 1959* and 19fc9,were 
estimated. It was found that (1) the overall effect of enforcement is 

V 

negative but insignificant, (2) the effect of enforcement of the employ— 

' 39 '- ' 
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ment provision is positive, more tWn proportionate, and signif icbntyXiand 
(3) the effect of enforcement of the wage provision is negative, lineaf , ^ 
and significant. Moreover, it was, established that these enforcement 
^ variables were unrelated to the percentage change ia relative jiieome in 
the pre-enforcement ^eca'de, 1949-1953, using relative income as a proxy 
for relative wages. Finally, the effects of enforcement on the Tatio 
of the 1959-1969 percentage change to the 1949-1959 percentage ch^jnge in 
relative income were estimated. * While the overall effect was insignificant 
the effects of enfolrcement. of the employment and wage prd^Visions Vere • 
th.e same as ^ose stated above. These results are taken as evidejice 
that. the enforcement effects on relative wages in the , 1959-1969 
percentage change equations have been correctly estimated. The in- 
significance of the ratio estimates by conventional 'test standards is 
unimportant in this regard' $ince enforcement was found to have ha4 a 
more significant effect on wages than on income in the original 1^59-1969 
cross-section. 



IV. Summary and Conclus ions ~ 
' ^ 

This study has investigated whether and^jjjio what exCent .enforcement 
of Title VII of the Civil Rights Act tf 1964 helped to, ajiieve the * ' 
social goal' of eliminating (or reduc'ing) employment discriminatio^- To 
that end, a model was developed and tested that measures effects of 
enforcement on the minority economic position in\all firms under the law's^ 
jurisdiction: the direct effects in respondent firms and the demonstration 
effects in all, including nonrespondent , covered firms. The demqiistration 
effect was hypothesized to be a function of the incidence of the law's 
enforcement. 
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The evidence suggests that in the aggregate, from its inception 

though fiscal year 1970, enforcement of Title VII at best, left the 

economic position of black males unchanged and at VK)r8t,,.g(Cu8ed it ^ 

deteriorate. The explanation appears to be simply thar enforcemtent of 

the employment And wage provisions of the law had opposing effects on 

relative black employment and wages* While enforcement of the employ- 

ment provision increased relative employment in covered firms and 

relative employment and wages £n the economy, enforcement of the wage 

provision had precisely the opposite effects. Within the theoretical 

framework, these results suggest that the following occurred. The 

increase iifdemand for black relative to^hite males in covered firms 

that remained in business at the same location worked lts *way through . 

the ^economy, resulting in overall increas^ in relative 'employment add 

wages. Hence, any secondary reductions in the relative demand for 

'blacks resulting from the locational mobility o£ firms w6re weak compared 

* 

with the primary effect. On the other hand, while enforcement of the 
wage provision probably resulted in increased wage? for some blacks 
in covered firms (this could not be tested with available data), it 
also created an excess supply of blacks, thus depressing their relative 
wage in other sectors of the economy. Moreover^ the latter effect appears 
'to have dominated the former, although the net negative Impact was, in 
general, statistically insignificant. In addition, the magnitude of the 
observed enforcement effects on relative employment and wages was found 
to vary directly with the incidence of enforcement across states. 

It is concluded from these findings that the economics of enforce- 
ment of Title VII of the Civil Righta Act of^l964 has been inconsistent 
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with the , social policy goal. While the r,esu;Lt3 are broadly consistent 
with those of past Title VII studies, that is, that enforcement overall 
had little effegt, they demonstrate the necessity of a more detailed 
causal analysis. It has been shown that the law's ove^ail enforcement 
effect can be decomposed into two separate and opposing effects. An 
advantage of this decomposition for policy analysis is that it suggests ^ 
modifications to the enforcement procedure that would move it closer to 
the goal of reducing^ employment discrimination; Two possible directions 
for enforcement are (1) concentrating limited resources on enfbrcement 
of the employment provision and (2) accompanying enforcement of the 
wage provision by strict and extensive controls on minority employment; 
While the first alternative relies Solely on the Economics of enforcement 
to bring about the desired results, the second requires additional, 
enforcement powers to accomplish the law's goal. The power to issue 
cease and desist orders would enable the EEOC to limit the enforcement 
effects that work against this goal. 
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APPEND IX~a' » 

It will be shown in this appendix that^(i) dB/dk > 0, (ifi dW/dk < 0, and 

(iii) d(W + B)/dk < 0, where k is a government-enforced empfloyment ratio of blacks, 

B, to whites, W, and the firm's utility is assumed to be a function of profits, 

50 • 

TT, and the number of blacks employed: 

u = u(7r, B) • - ^ • . ^ 

with > 0, U2 < 0, n^^ < O; and U22 < 0, - ' ^ 

(i) Let k B = W and note that k » l/k • . - * 

Then u can be rewritten as 

it it 

u = u{P^f [B(l + k )] - B(w^jk + Wg), B} ,^ ' . 

where P ia the price of output, f is the production function with f ' > 0 and 
o 

f" < 0. and w,, and w„ are the wages of whites and blacks respectively. Assuming 
5 W B 

■) ' * 

that u is a^ concave function and maximizing u with respect to B and k yields 



(Al) 



(A2) 



' 9u = u [P f (1 + k*)-- (w^^k* + Wg)] + U2 = 0. 

'°* ' 
ThenPf = V*-^^B 

O " *" ^ 

-\ 1 + k . Uj^d k ) 

and if k Irs voluntarily selected, ^ ^ 

then P f ' ^ w... , - 

o w ^ 

\ 

Set P « 1. " ' . 

o 

Totally differentiating equation (Al) , we obtain 
• ^ 

" * - * • * . "W "W^^^B u [f '13 - w B]dk* 
f"[(l.+ k )dB + Bdk ] ^ - f-2 ^ 



(1 + k ) (1 + k ) Uj^d + k ) 



dk u^Uj^j^Ef'B - WyBjdk 



u^(l + k )^ u^ -(1 + k ) 
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Uj^d + k ) 



Now, if " °* 



U2U^^[.f ' (1 + k ) ^ (w^ + Wg)] 



u^d + k ) 



2 * 
u^^Xl,+ k ) 



■'^ dk 



-f'B + 



it ^ i( 0 it 0 i( 

1 + k (1 + k ) . n^O- + k ) . (1 + k ) 



A-f ter .'simplifying with the aid of (Al) and (A2) , we obtain 



die ; 



f'B 



.•f"(i;+ k )..+ 



"2^11 



uj^^d + k") i^^civk") >■ 

^Slad^* t^ie e^cpressibti in brackets is pbsitiVe^i 



dk 



dk 



... dk dk . B . • dk 



•*/B <. l - 



,+ - 



"2 ^1 



. -ft • 



3>, 



u^(l ^- -li; ). ■''iti^-^(i ;+ k= ) 



.. 4i:' 




since f'ic* apj^^xstin both the numerator and the denominator, the expressfdn In 



e innfer brackets Jis less than 1 and is j^ositive,' Hence, 

*' , ^ . • , " ■ 

d» ' ,. dW ^ - . 

> 0 and — < 0 . " / 

dk dk ' ' 



.dk dk *";dk 



f'k + f" 



t.f"k* 4 f" + 



"22 



u^(i + k*)^ , u^^d + k*) 



Since f'k + f" appears in both the numerator and the denominator, the expresaloa 
in t;he inner^^brackets is less than 1 and i^. positive-. Hence, , 

' dk « , dk ' ■ • - V, 

. It is possible to sho^ Using the second-order P>onditibus, that these results . 
also hold when u, a \ . ; ' ,-. ;• 



"• / 
* / 



A3 . 



: ERIC 



-t , In -^Jthis appj^ndix^ trompiete^^equatlpti. on the chtoge ift total rela- 



• * • -rV * 4 ** * 

tiv^. black u^Ii^ . etnpltjyTnent in.fteoV^red tlrins bei^/een 1966 aiad 4970 is 



presented, ^th di$cjissi6ii pf the InipA.rtant: independent! variables other 

■•.than- the •n.fdtqamerit -of^ Title via,. , f -'-r- * 

.V...The. equatiort -is'as fbllows": • . '•' !v 

- '.692X+ :M3EMPL. + .2i5fiEMPL + v291Pp ^ .089CPPtf f .laSftMR ' 
^M) aMy. ^,(0.66) (4.87) v CO.SOV-. (2.29> . '. •.• ' 



- .X191 
(1.64)- 



IL + \M9'CmEmiL -h .2A5PM; + .327CHG1 i02lCH61 



2. 



(0, 35) 



(1.5^)7 (2.05)'.... (2.116) 



+ .10it*EPC64H- ,00/lfNION - '.105^MSA>, .162"S0UTH + .0?:9MFG 
\< (O.ig). .(1.09) '.. • (1.S8) ■ • (0.45)- 



<R1) 



+ /T06RBE66. - 
(li.23) 



V 



,99757, - Number of obse'rvations'^ -4.6 . 



. Th6 discussion encompasses the effects of /(I) other equal emplov- 
nt opportunity legislation, (2)^{ie lagged .iiralue ,of the'^dfepenjlent vai^lahle , 
land (3) 'fihe supply variables and ..South dummy. ' ^ y*' 




(1) As stated in 



/ L 




the text above, the fed'eral coritract c5mpliane,e (I^FC). 
and state f air--eiiiployinent law (FEPC6A). varial\lets a^e expected tO' be ppsi-- ^: ' 
lively related to changes in reiatiye blac^ emj^oym^'nt. ^ Asl^seeii^.in eqii^tion 
1), both variable^ have pasitive coefficients; '^jf he cti^fficient oh' PFC ±h ^ 

significant at thfe IQ per^qent ^evei uslrik a oinfe-taXi testV. Moreover,' the. \ 
* coef f tclent on/PFC is positive £<>3:. all occupations an^d is Significant sit 
th^" 5 -percent level for: the technical '"•mid sales ojpchpiitions';^^ Whfle th^ '^V 
Coefficiem: on FEPC64 is positive for most ocQ^Upations ,'l^jthe only aifenlflT 
<?ant one/ is. for ,the laborer oqcupatio.n. The sKort-run adljustTnent ei'asltlcJtVv^ 
■ of re^^tive employnant with r<e8pe^t to Jhei ^ropd^tlotii ot *erf)ployr\eht In flrrm 
With federal contracts ranges" be ti?^een ...OA foip offlclalfs and ^nager^ and ' 
V'9l ,fdr the skl^s p6cupatdonsi;>dtft .a raodal rvalue of .25. *' X -^v ^ 



(2) The coefficient on the lagged value of the dependent variable 
(RBE66) is equal to (1-X), ^ere X is the. adjustment coefficient af rela- 
tive employment to'its target level. While these coefficients are 
significantly different from one for all occupational equations, they 
differ in magnitude. The modal adjustment coefficient is approximately 
equal to .2; they range from a low of .l.for operatives to a high "of .8 

■ for sales. The rate of adjustment ig generally lower for the blue- 
collar than for the white-collar occupations . 

(3) Aside from those discussed above, the most important independent 

0 ' ^, 

. variables in the . equations are the supply variables. Excluding RBE66, 
•PPB Is-^generally the most significant -independent variable and is con- ' 
sistently positive. Ceteris paribus, the greater the proportion of the 
popiilatioii in, a state that Is black, the greater the change in relative . 
^plojhnent.-; The adjustment elasticity of relative emiaoyTQent with resplct 
ta'.?PB ranges between .18 for the operative occupation .and .60- for the ' 

vpro^fessiondl. occupation; the m9dQl values are -.2 anci .3.. The gross 
9dgration -rata (GMR) is positive and significant foj: officials and man- ^ 
ag^'rs, craftsmen, and total relative employment. The coefficient on the 

' relative edticational level of black males (RED) , wKich entered the equations 
for tke whita-coliar o.ccupktions only, is very high and si^if leant for the 
pi'Dfessional and saPes occupations; the adjustment elasticities are 2.4 and 
2.6 respecjtfvely; These results' indicata that an available pool of black 

.labor. led greater changes in their relative employment. 

Of substantial interest is the co'ns:^stently positive (except for the 
professional qccupatioh) coefficient on the South dumiiy. The coefficients 
are' significant for the .ci-aftsmen and operative Occupations and for total 

relative employment;;.,. TheV range between ,03 for off Icials'and-managers nnd^ 
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.37 for craftsmen* (The coefficient for the professional' occupation^ 
equals -.4 and is significant at the- 10 percent level.) Stated, simply, 
blacks made greater epployment gains in covered firms in the South than 
outside the South between 1966 and 19/b in all categories of employment 
except profe^ssional* 
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The coramisstoyn, which was established by Title VII, has the powfer to 



to believ^ 



•receive and/ investigate charges of discrimination filed by aggrieved 
individuaysl or by a tnembejif of ti^e commission who has reasonable cause 

that discrimination has occurred • It may also conduct 
technical ^udies and provide technical assistance designed to further 
compliance' yith the law. It must submit an an^iUal repqrt to Cpngresa 
and tO/the President. 

// 

The/anal/ysis in this paper focuses on blacks, and^moTe specifically 

cm black males, because the majority of complaints filed under Title 

/ ^ * 

VII through fiscal year 1970 were filed for discrimination on the 

ba^s of Negro race and the majority of these were filed by black 

ales. Charges filed for discrimination on the basis of sex formed 

a constant 20 percent of complaints during this period. 

The uncovered sector consists of those employed in firms with fewer 

than 25 employees, those ejiployed in firms not in an "industry affect- , 

ing commerce^'* the self-employed, those employed by religious institu- 

tions or by the federal, state, or local governments, and the unemployed. 

In 1968, about 25 percent of all employees in SocialtSecurity reporting 

xjnits worked in units with fewer than 20 employees. (In 1972, the law 

was amended to bring within the covered sector those employed in firms 

with 15 to 24 employees and in government.) The uncovered sector, along 

with covered firms that co^itinue to violate the law, determines the 
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elasticity of supply of black labor to firms in the covered sector that 
choose compliance and, therefore, the magnitude of relative employment 
and wage changes that result from enforcement. 

Laws like Title VII affect the behavior of flirms through economic incen- 
tives; fiirms violating the law' a provisions are subject to lengthy and 
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detailed investigations. They may also faoe costly cotfrt battles, 
which may^result in court-ordered adjustments in hiring and personnel 
practices, back-pay settlemehts, attorney's fees, court costs, and 
adverse publicity. 

Although this classification is not exhairstive, it is useful for 
current purposes. OtKef-practXces covered by the law, which are not 
classified under eithei? of the§te provisions, include discrimination 
in terms and conditions, job classification, qualification and testing,, 
advertising, benefits, and intimidation and reprisals. ^'I^^ 
The development here Is based upon the analysis* of fea'therbeddihg; for 
a ^oou treatment see S.imler (1965),.. 

Court decisions under Title VII have stressed the importiance of such 
statistical proofs in cases where unlawful exclusion has been charged. 

Fifth Ann ual Report , p. 20.) Although the, discussion that 
follows is based upon a f ixed-propprtion work rule, for practical 
purposes the rule may be considered to have an acceptable range of 
variation around it that would constitute compliance, 

ijnplications of the analysis are similar under the assumption that 

— J} ~ ^ 

T^bl^cks are imperfect substitutes in production for whites {se.e Beller, 
' 1974, pp. 33-34.) ^ 

In the case of employer discrimination againVt blacks, employers with 

^ ( \ 

the lowest tastes for discrimination hire all blacks while those with 

the highest tastes hire a|l whites. Those employers that are juat 

indifferent between blacks and whites at the current wage .rfatio are 

^ 

integrated. In the^case of fellow employee discrimination, blacks and 
whites are not hired in the same job because whites vrould hav6 to be 
compensated for working with blacks. Integration -occurs where whites' 
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distaste for working with blacks is just compensated by the current 
market wage differential. (See Becker, 1971, pp. 39-58.) 
10. If relative gross wages are equal iiuioth occupations, theti for a firm 

to hire all blabks in L^^ and all whites in ^^^^ greater than d^^^. 

If is a low-skilled occupation and a Tiigher-skilled occupation, . 
this condition implies that firms have greater tastes for discrimination 
against higher-skilled than agaiust lower-skilled blacks. 
.11. Of course, the total employment of blacks and whites at N in panel III 
must be consistent with that obtained frOm panels I and II* 
12. It is unlikely that fl^rms will move solely in response to enforcement. 

This will be one (factor in the decision to move and will directly affect 
the choice of a new location. Of course, the preceding argument is only 
valid in the long run. In his large study of black eraployment iii thfe 
1 South,. Ray Marshall discovered that firms moving into the South moved 
into counties with relatively small black populations. \^en queri*ed 
about the reasons for this choice of location, fitms cited, among other 
tieasons, the fear of enforced quotas of black emplo3rTnent . Given the 
relative immobility of the black population due to discrimination in 
, housing and to poor public transportation, large movements of firms 

' ' , could significantly worsen employment opportunltes for blacks. This 

J. 

problem deserves further study. 
13, On the average, firms may be expected to move into an ^^ea with a black- 
to-white labor force ratio to which they are just indifferent at the 
current wage ratio. This would he approximated by the in pre-enforce- 
ment black- to-white employment ratio* In such a case, relative employ- 
/ ^ ment and wages in the covered sector would reTOa:^n the same or increase, 
but would not fall. 
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^^^^^JFor-a trea;:i£ent of the case of Imperfect 8ubstitutes\see Beller (1974, 
pp. 41-43). 

15. If the firtne affected by enforcenent are only a smaWWoportlon of the 
industry, then the 'supply price of the industry may nofiNbe affected very 
much.' Since industry-wide enforcement wate not a common ^acticeVrioi: 
to 1970, this was probably truejjf the period under consideration in 
this study. \ 

16. The relative wage in the uncovered sector^ill fall if the ratio of Ij.lacks 



20 



to whites moving Into employment In that sector Is greater than the r^^lo 



of blacks to whites Already employed there • 

17. Whether there Is a. net outflow of blacks from the UI^c^ered setltor or a 
net Inflow Into the sector depends upon tftey^lastlclty d^deinand (n) for 
blacks and the turnover rate (6) in the covdred sector. iAn>6, as Is 
likely for the U.S., then there will be a net InfloSHo the uncovered 
sector. This analysis Is slmllat to the analysis by Jacob Mincer of the 
effects of Increasing the minimum wage' (Mincer, 1974). ' 

18. ^Ince EEOC Investigations cover dll aspects of the firm's minority 
employment practices, there is an incentive for the firm to make suffi- 
cient adjustments in its practices to avoid discrimination charges. 

19. iThe actual costs depend upon the seriousness with wffich the enforcement 
agency prosecutes the violators and the nature of the fitm's violations. 
It. is assumed that the first component of actual costs is constant #ro8S 
firms during any given time period and that the firm is aware of the 
costs associated with each level and type >of violation. 
As used here, proximity is defined by- an information network, which may 
be determined by, for example, nearness of location, coiranon output, 
common labor market, or any factor 'that determines the locus of the. 
WLssemlnaton of Information about EEOC enforcement activities. 



21. The monetary value of discriiidnatiofris a measure of the amount of 
Income a firm is willing to give up In order to Indulge Its desire to 

Q 

/ - 

discriminate. For a detailed discussion, see Becker- (1971, pp. 39-54) • 
The choice between various types of compliance and violation depends 
^ in part on whether a firm prefers a larger uttCBttain income or a lower 
Income with certainty* For a discussion of risk preference as' it re- • ' 
lates^ to the firm*s decision to violate or comply with an antldlscrl- 

^ min^tion law, see Landes (1967), It is possible that some firms respond 

t 

more to an increase In penalties than to an increase in the probability 
* of apprehension. Their response depends upon their risk preferences. 
For a discussion of this point, ^ee Landes (19d6, p. 19). In the current 
sfudy, it is assumed that the penalties for each type of violation f 
are knoim constants across firms. .(The penalties a8»0tciated with the 
violatioi of Title VII were probably increased^ by the 1972 amendments 
to the law; a future study might test the response of firm^ €<?'that 
increase., Y 

22. This analysis depends upon the assumption that the direct effect of 
enforcement, the change in relative employment or wages in respondent 
firms in the absence of knowledge of other enforcement activity, is not' 
itself a function of the incidence of enforcement. If EEOC enforc'ement 
activities were ordered by a sixe ranking of- firms, theiv the size of 
the direct effect could depend ^pon the incidence of enforcement. The ' 
procedure followed by the EEOC has been to pursue discrimination charges 
in the order in which they are received. Since most charges are filed 
by^nly a few indivi<3uals and filing a charge is a relatively costless 
procedure, there is no reason to expect that, for example > large firjns 
are charged first, and therefore, that the size of the direct effect is 

Q related to the incidence of enforcement. 
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23* For the period undex stud^, which ends with 1970, the geographical 

-definition of proxiini|:^ Ls quite reasonable for the follox^^ng reasons: 
(1) The..^enforcepefit activites of the EEOC have been carried out by,, 
region through a set of regional offices\^nd (2) it was only in 1972 
that the EEOC instituted an industry--wide system of investigatiojfe • 
Prior to that date*, there was no feedback from the local to the national 
level of information on the terms of agreements made "v/tth:^ the REOC. 
Ideally, one would want to determine the exact, locus of the demon'^.^ 
stration effects by analyzing firns grouped by other (smaller) geo- * 
graphical units. Due to the confidentiality rec^uirements on the data 
used, however^ the smallest geographical unit that can be studied is 
the state. - • , 

24. 'piB original sources ^for these data are the EEO-1 employer reports 
collected annually by the EEOC from all firms with 100 employees 
more and from all firms with government contracts.. These reports 
contain inf ormatiotv <5fi employment by race and sex for each of th^ nine 
broad census occupational categories. Unfortunately, they contain no in- 
formation on wages. The entire matched sample contains 40,445 firms from 
all industries. The matching process, the problems Involved, and the 
potential biases in such a saii?>ling procedure are discussed in Aghenfelter 
and Heckman (1974, pp. 14-26). They conclude from their statistical • 
analyses of the probability 6f a successful match that "inferences 
""■^ra\!m from our matched sariple may not be too different from inferences 
that would have been drawn from the whole population of EEO-1 reports." 
The benefit of a matched sample for the statistical analysis of chanf>es 
±8 that characteristics of the firms that dp. not change between the two 
years are automatically held constant. Moreover, this sample has thfe ' 




added benefit for purposes of this study of allovrinR the only pos sib 1^«> 
direct test of the theoretical model. 

Estimates of the effects of enforcement on a broad measure of the 
odeupational distribution of black males relative to white males, 
pres^ented in Seller (1974), were fotrnd to-be isalgnif icant^and .are 
not presented here, likewise, no evidence was found thau federal con- 
tract compliance_<Dr state f a irr employment laws improved the relative 
Qccupational distribution of black males (see Ashenf elter ^and Heckman, 
1974, and Landes, 1968) * The cdmbined results of these studies suggest 
that, in. general, equal employment opportunity legisla\:ion does not ^ 
affect the gross measure of' the relative occupational ^status of black 
males. « 

A siMlar model is used by Ashenfelter and Hqckman (1974) in estimating 
the effects of federal contract Compliance on changes- in total relative 
black employment • ' _ _ 

Assuming th&t firms seek A) avoid the investigation that follows the 
filing of a charge, the number of charges recommended for investigation 
is an alternative measure. of C. This variable is highly correlated with 
the number^ charges filed, and empirical results using this definition 
do not differ significantly from those presented belpw. While it might 
have been desirable' to cong^ider the outcpmes of investigated charges as 
independent variables (in addition to charged which are invp^itigated) , 

is not possible to do so due to the recording- methods used by the EEOC, 
itt tfieir case files. However,* this is not considered a serious drawback,, 
since once an investigation begins the firm. incurs costs,. Moreover, 
this model is based up©n the assumption that enforcemrent visibility alone" 

is an important determinant of whether or not, the firm takes steps towards 

r* r* 

compliance, -^^^A . 
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Detailed d^ta on .charges filed, l>y basis, sex, and issue, are avail- 
able' from the 'Division of Systems and Control of the EEOC* (Data on 
the aggregate nunibe^ of charges filed by state are available from the 
published EEOC Annual Reports*) The data used in this study are charges 
filed' — ^by males and females from four of the minority groups covered by 
Title VII — during fiscal years 1968-1970- These minorities include 
two racial minorities, Negro and American Indian, and two minorities, on 
the basis of national origin, Spanish American and Mexican American* 
(The other minority groups covered by this law, for whom data are not 
used, are religious minorities and Orientals*) The largest proportion 
of all charges filed by members of these groups, 62*4 percent, were filed 
by Negro men* -The employment analysis in this fetudy 'is for black males 
only; however, the provision of the law that allows the EEOC to investi- 
gate all minority employment practices in a firm once It has been charged 
with discrimination suggests that charges fil6d by members pf any of these 
minority groups potentially affect the relative employment of black 
males. 

The law covers employees ±n firms with 25 or more employees. ThiQ measure 
^^is approximated by the number of employees in Social Sectlrity reporting 
units with 20 or more employees* m , . 

An ideal measure of the incidence of enf al?o2nent , which would take account 
of the location of discrimination charges ^nd of the black population in 
a state, is unavailable; hence, the incidence measure used .here is im- 
perfect* Empirical results using the number of discrimination charges ^ 
as the measure of enforcement are presented in the author's dissertation 
(Beller, 197.A). These proxies', which yield similar estimates, form the 
two extremes for the true measure of the incidence of enforcement. ' 
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This variable controls as well as possible for differences across states 
in the current incidence of discrlntinatiail. "For the matched sample of 
covered firms, the level of relative black employiaont in 1966 is expected 
to refLectpny changes in the incidence of discrimination that followed 
the passage of Title ^VII in July of 1964. On the other hand, for the 
economy as a whole, ^e level of relative black employment in 1960 would 
not reflect such changes. To the extent that changes occurred and reSMIted ^ 

in systematic variation across states in the incidence of discrimination. 

J, ^ 

and to the extent that the initial llevel of relative employment along with 
the traditional demographic factors do not control for that variation, the 
relative variation in C/N will not approximate the relative variat^.on in 
C/^. If the incidence of discrimination were negatively related tj. the 
change in relative black emplo3ment across states, the estimated coeffi- 
cients on the enforteihent variables would be negatively biased. T^is 
factor is expected to have relatively little effect on the estimates for 
tho covered sector. 

A detailed description of £He data sources is found in Beller (1974, 
appendix A. ) ^ ^ 

Clearly, other approximations of the underlying relationship would be 
reasonably. All regressions were also run using a linear functional form. 
Tests performed oi> the transformed residual sums of squares were consis- 
tent with the assii'nnfion that the underlying relationship was more closely 
approximated by the log-*linear specification (see Box and Cox, IWA). 
Hfence,.thc log-yllnear equations are presented in this paper; the linear 
etiuations, which yield similar estimates of the "Enforcement effects, can 
be found in Beller (1974, appendix B) . The regressions are weighted by 

t V 

the square root of total emplojmeat in 1970 in the covered sector in each 
state to correct for heteroscedastid residual^. ^ 
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'34. '■ it unclear ' irt which direction the simultaneity might 

' operate; Thfe demand JPor ^forcement might be greater where relative 
, changes* are larger .and expectations are rising or where they are 
. smallef* For ^the relative employm^t equations, the first stage of the 
siinultaneous equ,ations mo44l postulates the incidence of enforcement^ As 
a function of the change in relative black .employment, Htfie presence of^ 
a r^ional office of the EEOC in :5 state, and -.the exogenous yaifiablee 
in the model. ' /' 

35. The degrees of freedom vary by occupation becatis^e.Bome aliate^ -ha.d no , 
^ black males employed in some occupations in either 1966 otr 19701 The 

equations were also estimated excluding all states in which relative 
black employment was less than 1 percent ±1x e,ither 1966 or 1970. The states 
excluded were Maine, New Hampshire, Vermont, North Dakota, South Dakota, 
Montiia, Idaho, Wyoming, and Utah. The results were vittually^ identical 
to those obtained with these states included. 

36. This selectivity has been used to higlilight the exact nature of the' 
relationships that emerged for each occupation and to keep the tables 
uncomplicated. The author has estimates of all specifications for all 
occupations. 

37. Note that the) entire relationship falls in the negative quadrant becatise 
the variables axs^ measured as the logarithm of a fraction. Hence, positive 
coefficients on both the linear and quadratic terms imply a U-shaped 
parabola. 

38. These confidence intervals or belts were calculated us^ng the prediction 
variance, which was very large (see Johnston, 1963, pp. 131**,^^). 

39. The separate effects of enforcement of the provisions on the relative 
employment of professionals and sales, though jointly significant,^ cannot 
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r be .Klisttngui^hed due 'ti^feiltic<^nineVrlty: ^ A'jossftle interpretation ^ 

\ of. /jthe>ign4'£icr4Tvt/<i6|^f4iai^^ dti tJh6' ^tifiorc'ement variables ' is that 
.» \. Iarg6i'.,chknge^ itj relitlve. black, etipdoymeEt: .ate indicative of .an active ^ 
. [ "W -awaife .biacfc population "that d^mandeli ^iiore.Yi^^ 

Iheflaw was passed.^ The existence of .s\lciv an effect vrould apftar-- 
' ent in equations on changes, in ffeiative employment during a pefJ.od prior ' 
-to passage of tWlaw, estiTnafid With the original ehfoifcem^t ,^aatire^, 
' among the independent variab5.es. Insi^tt^^^an^ these * 

variables would indicate the absence of . systematic differendes in the ^ 
dependent variable atoong the states that'^/Jvere correlated ^tlh »|ilitvquent 
■ variation in enforcement acti^ties. ^•mile there are no ^ata froifi an 
earlier period for the covered sector, the analysis of relative black, 
emp-loyment in the economy uses census data, whiph'is available* f6r earlier 
years. Hence/ it 'is possible^ to estimate the relationship >>Q(|we6'n the 
enforcement -variables, and the change in relative black ,eiitployment+ in the ^ 
- ' economy between 1SI50 and 1960,^ prior to enforcement, in the same manner 
. * as we. estimate the change between 1960 and 1970, when enforcement occurred. 
' * The eriforceinent effect will also be estimated directly from an equation 

■ ■ ■. r >■ ' - . 

-"on the* ratio ctf; the 1960-1970 to the 1950-1960 change in relative employ- 
mentv The- coefficients on tl\e enforcement variables from these equations 

' yield -estimates. of how .enforcement caused the -change in^relative employ- 
ment in the enfprcement decade to differ from the chaiige-to the pre-enforce 

ment descale. * ,^ - 

40. Coefficients on the enforcement variables from TSLS estimates did not 
differ ^gnifi^tly from the OLS estimates (see page 15 and note 34). 
TSLS^ estimation ndt only removes simultaneous equation bias but alBO tends 
to eliminate, measurement error in the endogenous variables by the use of 
.instruments in the first stage. As discussed above, it was suspected 



• that measuremerjt ^rrptVinlgiit Ibe a problem In^the^Tegressidns Ifor ihe 
. ^conoDQiy %s a, wimple because o£ 'fehe/uucertainty 'Cio controlling for - • 

variation la tiie,burtteht Incidejaca of discrimination across js.tat6p.. ' 

* Thafc the^TSLS estl^ differ significantly ft^tn the OLS estlr. 

.v-' " ' ^ \. . ^ ' / ^ ' ^ ^ \ '''^^ 

mates ^aggests thar the s/ppOsed negative bias on the €nforcemehfr estlr** 

Slates Is.not a Berloiis /problem. , . . ^ • 

^ • * 

41 * The analysis of nonwHlte, rather than tlack, male wages is necessitated 
. by the categories /Of the 1960 Census from which the data are .taken. In 
i960, more than/90 percent of nonwhites in the United States vere black* • 
42. Since the mod^l is discussed in detail in Landee (1968, ^p. * 513-50.5 ) , the 

discussion ;td.ll not be repeated here* See also Beller (1974, pp. 162-166). 
43* Eiiforjzemeht during^ the latter half of fiscal year, 1970 woul4 not affect 
^ relative wages in 1969^but would affect relative employment in 1970. As 
a iresult, the enforcement variables used in the ;^iage analysis are not 
strictly comparable to those used to analyze employment* 
/kk. The sources of the 1969-1970 data are discussed in detail in Beller (1974^ 
appendix AT; those of the 19^.9-1950 and '1959-1960 data, in Landes (1966, 
^^pepfdix A). 

While the TSLS estimates do not^dlffer significantly from the OLS esti- 
mates, a noticeable increase in the significance of positive coefficients 
relative to that of negative cbefficients on the enforcement variables is 
observed. Since the specification of the wage equations does not include 
ambng^^^^^e independent' variables the initial relative economic positioji of 
blacks^ whitih, it has b^en argued, reflects variations across states in the 
current incidence of discrimination, the relative increase in the signif- 
icance of positive coefficients probably arises from the elimination of mea- 
, » surement error in the enforcement variables (see note 40) • The equation used 
* ^ , 
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* in the first ^stage of the simultaneous equations model .postulates the 
incidence of enforcement as a function of the change in relative wages, 
^ the presence of a regional office of the EEOC in a state, the demographic 
characteristics of the black poi^ulation used in the relative employment 

• 4 

equations, and the exogenous variables in the model • 

46. The^ specifications of the employment and wage enforcement variables 
presented in the tables in this section are chosen In the same maxmer 

as those In the previous section. ,The baejLs of that -choice is described 
in the previous section (see ^age 16 and,^ote 36). For the overall 
incidence of enforcement,, the more significant of the linear or quadratic 
specifications is' presented. 

47. The mean percentage change in relative wages from 1959 to 1969 was 7.62 
percent. This value was 0.8 percentage points lower than It would have 
been if the incidence of enforcement had been equal to zero. A 95 per- 
cent confidence interval around this value ratiged between a reduction 
of 2.1 percentage points and atf^ncrease of .5 percentage points. 

48. While the census does not have data on nonwhite income for some states 

i 

in 1949, Landes (1968) has constructed estimates of it for those states. 
He shows that the correlation coefficient between relative income and ^ ^ 
relative wages in 1959, when data on both were available, Is .93. Prom 

/ ' / 

' - - t hi a- he corrcludes that "an™ analysis -of Income in 1959 (and probably 19^ 
would not produce siibstantially different results from an analysis oi 
wages." He points out, however, that "significant disparities could 
result with respect to the impact of any one independent variable. .on 
wages and income" (1968, p.. 532, n. 28). 
45. The effect of enforcement on relative annual income would be weaker than 

that on relative weekly wages if enforcement affected relative weeks ^worked 
n^jI^ annual earnin|s in opposite directions. TSLS estimates on the/percentape 

6r' 
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change in relative weeks worked from regression eqii^tion^of the form 
used throughout this section yf elded estimates as follows: -.348 x 10^ 
EMCHG2^ (1.82) and .410 x 10^ WACHG (2.03). Thfe t-statistics are in 
parentheses. Hence, enforcement of the wage and enjoyment provisions 
had significant effects on relative weeks worked, effects that were7in 
the opposite direction from their effects on relative wages. This factor 
accounts for the relatively weaker effect' of enforcement on annual .In- 
come than on weekly wages. The effect of enforcement on /relative weeks 
worked may be explained as follows. .. Enforcement of the /empldyment 
provision increases relative nonwhite employment and wageS. . Nonwhite 

employment will increase by entry into the labor force of nonwhites who 

■ } ' 

possibly have weaker labor force attachments than those already in. If 

they work fewer weeks, on the average, than those nonwhites already in 
the labor force, average weeks worked \jiirhe reduced. Enforcement of 
•the wage provision reduces relative nonwhite employment and wages. It is 
probable that those nonwhites with the weakest " lAbor force attachm^t^^ 
drop out of the Idtor force entirely. If they have worked fewer weeks per 
year than thdse remaining in the labor force, average yeeks worked will 
increase. , " 

In an alternative case, utility is specified as'' a function of profits and 
the ratio of blacks to whites employed, TJiJ^ case cannot be handled by 
the standard mathematical techniques becaus^ it is known that the indif- 
ference curves are not convex. Therefore, the first-order conditions do 
not guarantee a inax|.mum (4ee Arrow, 1973). 



61 



REFERENCES 



Adams, Arvil V, "Toward Fair Employment and the EEOC: A Study of Compliance 

Prodedures Under Title VII of the Civil Rights Act of 1964." Research 
report for the U.S. Equal Employment Opportunity Commission. Washing- 
ton, D.C.: Government Printing Office, 1973. 

Ashenfelter, ^Or ley. "Racial Discrimination and Trade Unionism." Journal of 
Political Economy 80 (May/June 1972): 435-464. ^ ^ 

>■ 

Ashenfelter, Orley,' and Heckman, James. "Measuring the Effect of an Antidiscrimi- 
nation Program." Working Paper No. 50. New York: National Bureau of 
Economic Research, Center for Economic Analysis of Human Behavior 
^ and Social Institutions, August <1974. 

Atro^, Kenneth.* "The Theocy of Discrimination." In Discrimination^-la Labor 
/v Markets , edited by Orley Ashenfelter and Albert Rees. Princeton: 
/ Princeton University Press, 1973. 

/ ' ^> ' 

pecker, Gary S. The EconoMds of Discrimination . 2d ed. Chicago;* University 
of Chicago Press, 1971, 

Beller, Andrea H. "The Effects of Title VII of the Civil Rights Act of 1964 

.on the Economic Position of Minorities." Ph.D. dissertation, Columbia 
University, 1974. 

Box, G. E. P.,,^and Cox, D. R» "An Analysis of Transformations." Journal of the 
Royal Statistical Society 26 (1964): 211-243. 



Johnston, J. Econometric Methods > New York: McGraw Hill, 1963 



Kiddee, 'Alice E. "Federal Compliance Efforts in the Carolina Text ile^Indus try : 
A Summary Report.*' Paper presented at the Industrial Relations Re- 
search Association meetings, Toronto, December 1972. 

Landes, William M. "The Effect of State Fair Employment Legislation on the 
Economic Position of Nonwhite Males." Ph.D. dissertation, Columbia 
University, 1966. 



. "The Effect of State Fair Employment Wws on >the Economic Position 

of Nonwhites." The American Economic ReWew 57 (May 1967): 578-5^0. 

. "The Economics of Fait Employment Laws." Journal of Political 

Economy 76 (July/August 1968): 507-552. / 

Marshall^ Ray. Presentation at the New Manpower Researchers Conference, 
Washington, D.C, September 1973. ^ ' 

Mincer, Jacob. "Unemployment Effects of Minimum War,es ." Working Paper Mo. 

39. New York: National Bureau of Economic Research, Center for Economic 
Analysis of Human Behavior and Social Institutions, May 1974. 



63 



V 



62 



Siinler, Norman J. "The Economics of FeatherbeddingT" In Featherbeddin^ 
and Technological Change, , edited by Paul A. Weinstein. 
Boston: D.C. Heath and%Co. , 1965. pr^ 

Troy, Leo. "Distribution of Union Membership Among the Statfes, 1939 and 
1953." Occasional Paper 56. - New York: National Bureau of 
Economic Research, 1957. 

U.S. Bureau of the Census. United States Census of Populatjlon: 1950 . 
Vol. 2, Characteristics of the Population , parts Ir^^- 
Washington, D.C. : Government Printing Office, 195^ ^ 

^% United States Census of Population; 1960 . Vol. 1, Characteristics 

of the Population , parts 1-52. Washington, p.C: Government 
Printing Office, 1963. - 



United States Census of Population: 1970 .^ Vol. 1, Character- 
istics of the Population , parts 1-52. Washington, D.C: 
Government Printing Offic^ 1973^ 

County Business Patterns 1969 , part 1. Washington, D.C: 
Government Printing Office, 1970. 



U.S. ^ureau of Labor Statist^i'cs. Directory of National and International * 



Labor Unions in t)re^ United States, 1969 . Bulletin 1665. 
Washington, D.C^^:| Government .Printing Office, 1970. 

1 ' 

. Directory o£^ National Unions and Employed Associations 1971 . 

Bulletin 1750. wi^hingtbn, D.C: Go vernilient. Printing Office, 197 2 . 

U.Sj. Department of Labor. Manpower ^port of the^^toesident . April 1971 . 
Washington, D.C: Government Printing Office, 1971. 

/ ■ ' ■ ~ 

U.S. Equal /Employment Opportunity Commission. Annual Report . Nos. 1-6, 
Fiscal Years 1966-1971. Washington, D.C: Government Printing 
Office,, 1967-1972. / 

^ / 

Wolkinson, Benjamiil. Blacks, Unions, and the EEOC ."^ Lexington, Mass.: D.C. 
Heath and Co. , 1973. 



64 



